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PURE SILVER ADVANCES PROGRAMS 
ON MEXICAN SILVER-GOLD PROPERTIES 


Development targets of Pure Silver Mines Limited, for its 
silver properties in Mexico, were reviewed to shareholders today 
at the company's annual meeting in Toronto. 

The company, whose shares were listed for trading on the Toronto 
Stock Exchange this week, is pursuing advanced exploration on three 
properties in the Guanajuato region of Mexico, one of the most prolific 
silver and gold producing regions in the country, in a joint venture 
with Compania Minera Fresnillo, S.A. and Metalurgica Mexicana Penoles, S.A. 

At the Cebada property work has so far indicated 100,000 tons 
grading 480z. silver and 0.190z. gold per ton, classed as "“probabie", 

Dr. W.A. Gross, managing director, stated. A two-compartment shaft 
is being sunk and it is hoped to commence shipments of ore to a mill 
within a year, he added. 

At the Peregrina property, about four miles northeast of Guanajuato, 
work is centred on eight new veins with drifting being done on two levels. 
Work to date has indicated 300,000 tons grading EY silver and 0.1l4o0z. 
COL net be 8s the aim of the company to ship ore at the rate of about 


300 tons per day from this property by late 1970, Dr. Gross said. 
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It is at the Veta Madre property where the Ronan’ holds 
expectations of proving up the largest tonnage of silver-bearing 
material. Exploration is on a section which management of Pure 
Silver believes to be the "faulted-off extension" of the structure 
which has for several centuries been enone of Mexico's principal 
silver sources. 

A report by the company's consultant, Duncan R. Derry Associates, 
states probable reserves, based on the first three drill holes, 
ares 100,000 tons vot sl2..0zZ%es1livereand O@lZoz.. gold. A program of 
deep diamond defiitne is in progress and the SOmneny expects to 
make its underground ®velopment decision within the next few months, 
Dr. Gross reported. 

He also reported that, in the drilling program on this property, 
the No. 4 hole has not yet been completed. The No. 5 hole was 
drilled 1,700 feet east of the discovery hole and intersected 31 feet 
of vein material. Information from this hole, combined with other 
information available, now indicates the "faulted-off extension" 
is at least three miles in length, Dr. Gross said. 

Directors elected at the meeting were: A.J. Anderson, president; 
W.H. Gross, vice-president and managing director; W.S. Eplett, 


treasurer; F.W. Maund; E.L. Samuel; R.C. Stone; D.E.G. Vasey. 
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Pure Silver has just completed Hole Number 3 of their drilling 
program in Guanajuato, Mexico to test for the deeply buried, faulted 
extension of the Mother Lode ore bodies. 


Holes | and 2 drilled on the same section near the centre of the 
property returned an average of 14.3 oz of silver and 0.09 oz of gold 
over true width of 48 feet, 


Hole number 3 is located 330 feet north of holes | and 2, This 
hole flattened during drilling and cut through a narrow intersection 
(6.1 feet) at the top of the favourable ore zone 150 feet up dip from 
Hole | and 550 feet up dip from Hole 2. The grade of the ore in Hole 3 
was 14.2 oz of silver and 0.08 oz of gold which is almost Identical to 
the average grade calculated for Holes | and 2. 


A second drill machine has been added to the project. Hole number 4 
is being drilled 330 feet south of Holes |! and 2 and Hole number 5 is 
being drilled about 1200 feet south of the discovery holes. Hole 5 is a 
major step out for such an early stage of exploration. However, the ore 
bodies in Guanajuato often have extensive strike lengths so that ff this 
hole is successful in locating the continuation of the mineralized zone 
it is expected that an early decision would be made to go underground to 
develop the ore indicated in the central part of the property. 


The favourable ore-bearing structure is known to continue to the 
South east for several miles. Even after an underground decision is made 
the surface drills will likely continue to explore the ore-bearing structure 
at depth. 


Negotiations have been progressing with the owners of the Cubo Mine 
whereby under certain conditions Pure Silver would purchase !00% of the 
capital stock of Cubo. The Cubo mine is producing at the rate of 220 
metric tons of ore per day, and Is located adjacent to the Peregrina 
property which Pure Silver is actively developing underground on two levels. 
The agreement being negotiated contemplates that Pure Silver will have a 
4 months study period to enable them to determine the economics of the 
take over and to make arrangements for proper Mexicanization of the mine 
with Mexican partners. 
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Apart from the development work being done on the Peregrina 
and Cebada properties, Pure Silver and its partners are actively 
studying other worthwhile silver properties at Guanajuato. Two 
old mines where assay data indicates ore values in and under the 
old workings are being opened up. A third property will be developed 
shortly where shallow drilling on the extension of a known ore=-bearing 
structure gave 5| oz of silver and 0.4 oz of gold over a true width 
of 10 feet. 


A diamond drill program will be commenced shortly on the 
Goodchild Lake nickel property to test a series of known anomol ies 
indicated by Geophysical work concluded last fall. 


Respectfully submitted 
on behalf of the board 


IW. Jue 


W.H. Gross 
Vice-President. 
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PURE SILVER MINES LIMITED 


Progress 
Report 


OCTOBER 3, 1969 


PURE SILVER MINES LIMITED 


To the Shareholders 


Pure Silver Mines Limited, with its Mexican partners, 
Compania Minera Fresnillo, S.A. and Industrias Penoles, 
S.A., are advancing exploration and development on a 
number of properties in the Guanajuato district of Mexico. 
Since there are numerous projects at various stages of 
development, you may appreciate this progress report — the 
first sent to shareholders since the shares of the company 
were accepted for trading on The Toronto Stock Exchange. 
The posting was August 12, under the ticker symbol PSL. 


The table (Summary of Property Progress) shows that 
the Company and its Mexican partners — both of whom are 
major corporations with long-established mining, pro- 
cessing and metal marketing facilities — have at present in 
excess of one million tons of medium to high-grade gold- 
silver reserves indicated at Guanajuato. It is expected, as 
exploration and development continues, that substantial 
quantities of additional ore will be found during the coming 
year. 

Small quantities of ore being mined during the present 
development stage are being shipped to the milling plants 
at El Cubo and San Pedro. It is expected that during 1970 
ore shipments will increase and could reach 300 tons per 
day by the end of that year. If large quantities of ore are 
found in the extensive Mother Lode structure which is 
presently being drilled, it is likely that a major new plant 
would be built in a central location to process ore from the 
various Guanajuato properties. 


Your directors believe that the company’s efforts to de- 
velop new silver production are particularly timely. 


Consumption of silver now greatly exceeds the pro- 
duction of newly-mined silver. This year new mine 
production in the western world is expected to be approxi- 
mately 240 million ounces, whereas total use is estimated 
to be about 380 million ounces. The present excess of de- 
mand over supply is being met largely by selling from the 
U.S. Treasury stockpile and from melting down of silver- 
bearing coins. 


Although surface stockpiles of silver are large, there are 
limited quantities available to industry at present prices. 
It would seem most unlikely that a prolonged period of 
price weakness could occur in silver markets. Thus, your 
management believes that the properties being developed 
should come into production at a time of stable or rising 
silver prices. 


Peregrina Property 

Since taking over the development of this property on May 
8, 1968, approximately 250,000 tons of ore have been in- 
dicated in the Main Vein between the 6th and 10th levels 
of the mine. In addition, approximately 100,000 tons of 
ore have been indicated on the No’s 1 and 2 veins. In- 
sufficient work has been done on the other known veins 
to allow tonnage calculations to be made. 


Drifting on the 10th level (about 1,300 feet below sur- 
face) has indicated strong mineralization in the Main 
Vein at that depth. For example, the last 100 feet in the 
drift ran 18.5 oz. of silver and 0.17 oz. of gold over a width 
of nine feet. On the 6th level (about 900 feet below sur- 
face) cross-cuts and raises are being driven to develop the 
ore shoots found to date on this vein. 


Summary of Property Progress 


Approximate 


Property Status Area Acres 
Peregrina Under option 600 
to purchase 
Cebada Under option 630 
to purchase 
Mother Lode Owned through the 650 
Las Torres Co. 

El Triunvirato Under option 215 
to purchase 

El Hallazgo Under option 160 
to purchase 

Thesalia Acquired by staking 200 

El Cubo Negotiating to 1,250 
purchase 

San Pedro Mill Under option 7, 


to purchase 


Indicated Tonnage Indicated Ore 


Development Stage (Metric) Grade Per Ton 
Underground on 350,000 15 oz. silver 
two levels 0.14 oz. gold 
Shaft sinking 100,000 47 oz. silver 
to 1,000 feet 0.19 oz. gold 
Surface drilling 700,000 14.2 oz. silver 
0.09 oz. gold 

Surface work Unknown — 
Underground on Ore body 30 oz. silver 
one level indicated plus gold value 
Underground work Ore body 25 oz. silver 
planned indicated 0.25 oz. gold 

from surface 

drilling 
In production at 150,000 10.0 oz. silver 


250 tons per day 
Capable of being 
expanded to 

250 tons per day 


0.10 oz. gold 


PURE SILVER MINES LIMITED 


now that the extension of the famous Mother Lode 
ore system has been found. 


(c) Itis possible on the basis of holes 1, 2 and 3 to calcu- 
late a diamond drill indicated block of 700,000 tons 
of ore grading 14.2 oz. silver and 0.09 oz. gold before 
dilution. It seems obvious that an extensive program 
of drilling and underground work will be necessary to 
fully explore the three-mile strike length of structure 
held by the Company. 


Considerable difficulty has been experienced in the deep 
drilling. Faulty equipment has now been largely replaced, 
and it is expected that drilling will now be carried out more 
quickly and efficiently. 


El Triunvirato 
This group of properties was acquired, partly by staking 
and partly by option, to cover the strike extension of the 
veins presently being developed on Peregrina. Surface 
and underground exploration of this property is expected 
to start soon. 


El Hallazgo Option 

This property was worked during the turn of the century and 
closed down in about 1916. The original underground 
maps indicate that a vein was exploited over a length of 
about 700 feet and to a depth of about 300 feet. Ore grade 
appears to have been approximately 30 ounces of silver 
per ton with low gold values over a mining width. 


Sample plans suggest that there could be considerable 
ore left in the mine and that additional ore might be found 
along strike and down dip. A mining plant is being installed 
and underground work to open up the deposit has started. 


Thesalia Property 

Three surface drill holes have indicated that there are 
several parallel silver-gold bearing quartz veins on this 
property. The best intersection returned about 50 ounces 
of silver and 0.4 ounces of gold over a true width of 12 
feet. Plans are being made to explore this property under- 
ground in 1970. Any ore developed in this mine will be 
shipped directly to the nearby San Pedro mill. At present 
Pure Silver owns 49% of this property. 


El Cubo Mine 

Negotiations for the acquisition of this property have been 
temporarily suspended until the attitude of the Mexican 
Department of Finance has been clarified. 


Other Guanajuato Projects 

Negotiations are in progress to acquire additional blocks of 
ground, totalling about 2,000 acres, in the Guanajuato 
district. 


Goodchild Lake, Ontario 

Nickel and copper mineralization occurs in and around the 
contact of a serpentinite intrusive at Goodchild Lake in 
northwestern Ontario. Eleven diamond drill holes totalling 
4,255 feet were drilled to test a combination of electro- 
magnetic, self-potential and magnetic geophysical ano- 
malies found near the contact zone. Although massive to 
disseminated sulphide mineralization was found in some 
of the holes the assay results were too low for the material 
to make ore. 


Logjam Silver Property, Yukon 

No work is planned for Logjam during 1970. The property 
is being kept in good standing and further work is being 
postponed to allow a full concentration of effort on our 
Mexican holdings. 


Tormex Mining Developers Limited 

Lacanex Mining Company Limited 

In order to broaden the base of Pure’s activities in Mexico 
and elsewhere, the company recently purchased 8.6% 
interest in Tormex Mining Developers Limited and 5.8% 
interest in Lacanex Mining Company Limited. 


Since the beginning of the year Tormex has started 
drilling programs on a tungsten prospect and on a copper 
deposit. Tormex has also completed a magnetic geo- 
physical and geological survey on a second copper prop- 
erty and has obtained a 371% interest in a third copper 
prospect, of the porphyry copper type, where a crew of 52 
men is now working. In addition, the company has ac- 
quired an important-looking fluorite deposit and has 
optioned a gold property which may have open-pit mining 
potential. 

Tormex has an office in Hermosillo City in the State of 
Sonora where four of the properties are located, and will 
be concentrating most of its exploration efforts in the 
northwest of Mexico. 

Shortly Lacanex will be opening an office in the north- 
east of Mexico where it will be doing most of its explora- 
tion. Lacanex also intends to set up exploration projects in 
other areas of Latin America and to some extent in Canada. 


Pure Silver, Tormex and Lacanex share offices and per- 
sonnel based in Toronto and Mexico City. 


On behalf of the board, 


° 


W. H. GROSS, 


Vice-President and General Manager 


PURE SILVER MINES LIMITED 


Drifting is continuing on the Main Vein to the northwest 
where three drill holes indicated ore values over several 
hundred feet. The drift has now reached the first of these 
drill holes and so far 13 feet of vein has been exposed 
which grades 10.3 oz. of silver and 0.06 oz. of gold over 
a width of four feet. If this zone develops into an ore shoot 
considerable tonnage will be added to Peregrina reserves. 


In addition to the lateral development being done by 
drifting and cross cutting, a program of raising, under- 
ground and surface drilling is also in progress to determine 
the vertical continuity of ore shoots on the Main Vein. The 
first surface hole in this series cut 3.8 feet of vein grading 
98 oz. of silver and 0.34 oz. of gold per ton at a depth of 
about 300 feet below the surface. The Main Vein does not 
extend up to surface. This drill hole, however, indicates 
that the vein could come to within 300 feet of the surface 
which means that the vein could extend 500 feet up from 
the 6th level. If further work corroborates the upward 
continuity, the Main Vein ore shoots would have a vertical 
extent of more than 1,000 feet. 


The first raise at the end.of the most southerly ore shoot 
on the Main Vein is now up 150 feet above the 6th level. 
The vein in the raise graded 9.7 oz. silver and 0.11 oz. gold. 


Exploration for new ore shoots on the Peregrina Is 
continuing and the known ore bodies are being more fully 
developed in preparation for mining. 


Cebada Development 


The shaft at Cebada is now down to a depth of approxi- 
mately 300 feet. Progress in this shaft was much slower 
than anticipated because of the excessive caving in a de- 
composed schist near the surface. The rock at depth is 
becoming firmer and it is expected that sinking will now 
progress at about 65 feet per month. This will mean that the 
shaft will reach its projected depth of 1,000 feet in about 
10 months. 

The present plan is to drive two levels at depths of 800 
and 950 feet to develop the 100,000-ton block of ore 
indicated below the old Cebada mine by nine diamond 
drill holes from the surface. It is hoped that the 800-foot 
level of the mine will be ready to drive in about eight 


months. In the meantime the plan is to open up and sample 
the old mine. Any ore found in the old mine or any ore 
broken during the development of the 8th level will be 
shipped to the nearby San Pedro mill which the company 
has under option to purchase. 


Because the development of the Cebada has taken 
longer than anticipated, the expiration date of the option 
has been extended by the kind cooperation of the prop- 
erty owners from May 3, 1970 to May 3, 1971. 


The Mother Lode Extension 


The Mother Lode fault zone strikes roughly north-south 
and dips about 45° west. The northerly three miles of the 
structure has been mined for more than 400 years and has 
produced gold and silver worth several billion dollars at 
present metal prices. The gold and silver in the Mother 
Lode occur as quartz stringers and veins that lace through 
a broken-up conglomerate within the fault zone. Although 
the average width of the ore bodies is about 20 feet, the 
mineable ore shoots within the fault are very irregular in 
shape and size and make up less than about 40% of the 
overall mineralized zone. 


The company now controls ground covering about three 
miles of structure which lies to the south of the old area 
of production described above. This structure is believed 
to be the faulted extension of the original Mother Lode 
and the main productive zone is calculated to be more than 
1,000 feet below the surface. To date six deep holes have 
been drilled to explore this structure at depth. Data on 
these holes is tabulated in the table given at the bottom 
of this page. 


Although only three of the six drill holes (50%) can be 
considered ore at present silver prices, the holes are signifi- 
cant for the following reasons : 


(a) Ore intersections were obtained in rhyolite lava. The 
conglomerate, which is the favourable ore host on the 
main Mother Lode, underlies the rhyolite and can 
only be reached by deeper holes. 


(b) Important values of silver have been found in a strong 
fault zone over a length of a mile. There is little doubt 


i 


Hole Approximate Approximate depth Assay in oz. Assay in Oz. Approximate true 

No. Location below surface gold per ton silver per ton width feet Remarks 

1 0+00 W225 0.13 17.00 SES) In rhyolite lava 
2 0+00 1,450 0.07 Wea 67.6 In rhyolite lava 
3 330°N fe 1HO50) 0.08 nG.0 6.3 In rhyolite lava 
4 3301S 1,400 0.02 Gul 6.0 In rhyolite lava 
5 1700'S 1,400 Low Low 20.0 In rhyolite lava 
5A 5000'S 900 0.10 5.0 21.0 Old hole 

6 230'N 1,500 drilling 

L 200°S 1,500 drilling 


PURE SILVER MINES LIMITED 
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PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


CONSOLIDATED STATEMENT OF SOURCE AND 


APPLICATION OF FUNDS 


for the six month period ended September 30, 1970 


SOURCE OF FUNDS: 


Issue of capital stock for cash 


Release of funds deposited with 
trustee under the Peregrina 
option agreement 


Proceeds of bank loan 

Repayment of notes receivable 

Sale of shares in associated 
companies 


Repayment of advances to 
associated companies 


APPLICATION OF FUNDS: 


Exploration, administrative and 
other expenditures 


Leasehold improvements 

Less: non-fund items: 
Depreciation and amortization 
Deferred charges 


Purchase of fixed assets 
Purchase of shares in other 
companies: 


Negociacion Minera Santa 
Lucia, S.A. 

Tormex Mining Developers 
Limited 

Advances to other companies: 

Tormex Mining Developers 
Limited 

Negociacion Minera Santa 
Lucia, S.A. 

Cia Minera Las Torres, S.A. 


Non-current notes receivable 


Increase (decrease) in working 
capital position 


Working capital (deficiency) at 
beginning of period 


Working capital at end of period 


1970 


$ 437,500 


98,000 
2,784,500 
43,750 


$3,363,750 


$ 132,880 


8,648 
583 


123,649 


10,022 


172,500 


33,468 


2,589,094 


26,232 
102,238 


128,010 


$3,185,213 


$ 178,537 


$ (5,680) 
$ 172,857 


1969 


$\ 053295 


24,884 


$ 30,179 


$ 114,400 
3,589 


28,057 


$ 146,046 


$(115,867) 


$ 398,302 


$ 282,435 
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PURE SILVER MINES LIMITED 


To The Shareholders: 


The reorganization and refinancing of Pure Silver and associated 
companies under the terms of an agreement with Dupont of 
Canada Limited and others was approved by shareholders on 
September 18, 1970. The agreement has now been approved 
by all the companies and individuals involved, however, com- 
pletion of the transactions contemplated by the agreement 
awaits final clearance by the appropriate regulatory bodies. 


The ore picture continues to expand on the Company's prop- 
erties in Guanajuato, Mexico. To date about 3,000,000 tons of 
ore grading approximately 14 ounces of silver and 0.08 ounces 
of gold per ton have been indicated at the Mother Lode, 
Peregrina and Cebada Mines. 


So far only about 10% of the Mother Lode has been tested by 
17 diamond drill holes totalling about 28,000 feet. Four surface 
drills are now at work testing this major ore-bearing structure 
along strike and down dip and the Company is hopeful that 
additional ore shoots will be found. The assay results of recent 
drilling are summarized below: 


Results of Recent Drill Holes — Mother Lode 


Approx. Approx. 
Depth True 
Hole Approx. Below Oz. Oz. Width 
No. Location Surface Gold Silver in Ft. Remarks 


15 1,200 N 22000) SEow.s) {Lowy 32.0) Sitrang 
structure 


16 590 N 1,650", 0:02 5.0 27.0 On shaft 
section 


7 820°Ni})) 1/940) 301.655 2278 7.1 


Detailed metallurgical studies of the Mother Lode and 
Peregrina ores are now complete. These studies show that up- 
wards of 90% of the gold and silver can be recovered from the 
ore by straight flotation. Further test work is being done in 
both Canada and Mexico to obtain detailed engineering data 
for mill design purposes. 


The production shafts on the Peregrina, Cebada and Mother 
Lode properties are expected to be completed next year. In the 
meantime a preliminary feasibility study of a plant designed to 
handle 1,400 metric tons per day has been completed by inde- 
pendent Mexican consulting engineers. The capital cost of the 


plant is estimated to be $10,800,000 U.S. with an operating 
cost of approximately $8.50 per ton. The mill will be located 
on the Mother Lode property two miles from the City of 
Guanajuato, and ore will be trucked from the Peregrina and 
Cebada properties to the plant for processing. 


Tormex Mining Developers Limited 


Tormex, in which the Company will have approximately 26% 
interest following closing of the refinancing previously referred 
to, and exercise of all outstanding warrants and options, is 
continuing an active program of exploration and development 
in Mexico. 


The Encantada lead-silver mine in northeastern Mexico is 
being readied for production at a rate of 300-500 tons per day. 
Ore reserves of some 1,000,000 tons grading 22.4% lead and 
17.4 oz. silver per ton have been developed underground. There 
are excellent opportunities to develop additional reserves at 
depth. At present this mine is shipping about 60 tons per day 
of development ore to the smelter at Torreon. Full production 
at the increased rate should be achieved during 1971. 


Underground exploration of the Santa Rosa fluorite mine in 
northwestern Mexico is continuing in partnership with Com- 
bustion Engineering Inc. of New York. The current program of 
development is nearing completion. So far about 250,000 tons 
of open pit fluorspar of moderate grade has been indicated. 


The Arados copper prospect in north central Mexico is being 
diamond drilled in partnership with International Nickel and 
Granby Mining. The first hole has been completed but no assay 
results of the core have been received as yet. 


In addition to the above projects, Tormex has anumber of other 
prospects at various stages of exploration and development. 


On behalf of the Board, 


Dr. W. H. Gross 
President 


Toronto, Ontario November 24, 1970 


PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


for the six month period ended September 30, 1969. 


(with comparative figures for the six month period ended September 30, 1968) 


SOURCE OF FUNDS: 
Issue of convertible income debentures . 
Issue of capital stock forcash .. . 
Sale of shares in associated companies . 


Repayment of advances to associated companies. 


APPLICATION OF FUNDS: 


Exploration, administrative and other expenditures 


Leasehold improvements .. . 
Purchase of fixed assets 

Funds deposited with trustee .. . 
Advances to associated companies 


Working capital deficiency of subsidiary company acquired . 


Increase (decrease) in working capital . . 
Working capital (deficiency) at beginning of period 
Working capital atend of period . . 


*Expenditures (net) forthe 1968 period . . . . 
Less non-fund items 
Discount on issue of debentures 


Excess of book value of subsidiary company's net assets 


over cost of acquiring shares 


. 


- 
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1969 


$ 5,295 
24,884 


$ 30,179 


$114,400 
3,589 
28,057 


$146,046 


(115,867) 


398,302 
$282,435 


$75,000 


(28,501) 


1968 


$675,000 
37,500 


$712,500 


$169,357* 


Ate 
98,000 
25,872 
37,186 


$330,627 


$381,873 


(31,888) 
$349,985 
$215,856 


46.499 


$169,357 
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URE SILVER MINES LIMITED 


—_ 


ANNUAL AND ERAL MEETING EMBER 18, 1970 


Information Circular as at August 28, 1970 


Solicitation of Proxies 


This Information Circular is furnished in connection with the solicitation by the management of Pure 
Silver Mines Limited (“the Company” or “‘Pure”’) of proxies to be used at the Annual and General Meeting 
of Shareholders of the Company to be held at the time and place and for the purposes set forth in the accom- 
panying notice of meeting. It is expected that the solicitation will be primarily by mail. Proxies may also be 
solicited personally by regular personnel of the Company at nominal cost. The cost of solicitation by manage- 
ment will be borne by the Company. 


Appointment and Revocation of Proxies 


The persons named in the accompanying form of proxy are directors and/or officers of the Company. 
A shareholder desiring to appoint some other person to attend and act for him and on his behalf at the meeting 
may do so either by inserting such other person’s name in the blank space provided in the form of proxy or by 
completing another proper form of proxy and, in either case, delivering the completed proxy to the Com- 
pany. If the shareholder does not wish to appoint as alternate proxies the persons named in the accompany- 
ing form, he should delete their names. 


A shareholder who has given a proxy may revoke it either (a) by signing a proxy bearing a later date 
and delivering it to the Company, or (b) as to any matter on which a vote shall not already have been cast 
pursuant to the authority conferred by such proxy, by signing a written notice of revocation and delivering 
it to the Company or the Chairman of the meeting or (c) by attending at the meeting and orally revoking 
such proxy. 


Where a proxy is signed by a corporation, its corporate seal must be affixed. Proxies should be signed 
in the same name as shares are registered. Title should be given when signing in a representative capacity. 


Exercise of Discretion by Proxies 


The shares represented by the proxy will, subject to section 75f of The Corporations Act, be voted and, 
where the person whose proxy is solicited specifies a choice with respect to any matter to be acted upon, be 
voted in accordance with the specification so made. In the absence of such specification, such shares, if voted, 
will be voted in favour of: 


(a) the approval and adoption of the Fourth Annual Report which includes the Report of the Directors, 
the Consolidated Financial Statements for the period ended March 31, 1970, the auditors’ Report 
and the Managing Directors’ Report; 


(b) the election as directors of the nominees described below; 


(c) the appointment as auditors of Thorne, Gunn, Helliwell & Christenson with authority to the 
directors to settle their remuneration; 


(d) sanction, confirmation, ratification, adoption and approval, with or without amendment or vari- 
ation, of the Reorganization and Financing Agreement made as of August 28, 1970 described 
herein and the relevant transactions and matters thereby contemplated and authorization and 


direction of execution and delivery of all undertakings, directions and other instruments appropriate 
and necessary to the due carrying out thereof; 


(e) the confirmation of Special Resolution “‘N” described below. 
The accompanying form of proxy confers discretionary authority upon the persons named therein with 
respect to amendments or variations to matters identified in the notice of meeting, and with respect to other 


matters which may properly come before the meeting and any adjournment thereof. At the date hereof the 
management of the Company knows of no such amendments, variations or other matters. 
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Voting Shares and Principal Holders Thereof 

At the date hereof the Company has outstanding 3,291,000 shares without par value and each carry- 
ing the right to one vote per share. In addition, the holders of any of the $489,000 face value of remaining 
unconverted 8°% Convertible Income Debentures of the Company who convert into shares between the date 
hereof and the date of the Annual Meeting will be entitled to one vote with respect to each share received 
upon conversion. Wilfred McKinnon is the only person known to own beneficially, directly or indirectly, 
shares carrying more than 10°% of the voting rights attached to all issued shares of the Company and his 
approximate holding is 343,065 shares or 10.4 %. He also owns 50% of the shares of Timberline Develop- 
ment Services Limited which holds 38,154 shares of the Company. 


Shareholders of record at the time of the meeting will be entitled to attend and vote at the meeting. The 
recorded addresses of shareholders are indicated on the printed proxy furnished with the Notice of Meeting. 
Shareholders are urged to see that the Transfer Agent, Montreal Trust Company, at 15 King Street West, 
Toronto, has their current addresses. 


Election of Directors 


The Board consists of seven directors. The persons named in the enclosed form of proxy intend in the 
event of a poll to vote for the election of nominees whose names are set forth below, all but one of whom are 
now members of the board of directors and have been since the dates indicated. The management does not 
contemplate that any of the nominees will be unable to serve as a director but, if that should occur for any 
reason prior to the meeting, the persons named in the enclosed form of proxy reserve the right to vote for 
another nominee in their discretion. Each director elected will hold office until the next Annual Meeting or 
until his successor is duly elected unless his office is earlier vacated in accordance with the by-laws. 


The following table states the names of all the persons proposed to be nominated for election as directors, 
all other positions and offices with the Company now held by them, and their principal occupations. The 
number of shares of the Company beneficially owned directly or indirectly by each of them at the date hereof 
is indicated elsewhere herein. 


Principal occupation Became 

Name and Address during past 5 years Director 

A. J. Anderson (President) Mining Engineer 1966 
Toronto, Ontario 

W. H. Gross (Vice-President Geologist 1966 
and Managing Director) 
Mexico, D.F. 

W. S. Eplett (Treasurer) Lawyer — Executive 1966 
Willowdale, Ontario 

D. A. Lowrie Geologist 1969 
Willowdale, Ontario 

F. W. Maund Management Consultant 1969 
Toronto, Ontario 

E. L. Samuel, Industrialist 1966 
Mississauga, Ontario 

D. E. G. Vasey Industrialist 1966 


Toronto, Ontario 


Remuneration of Directors and Senior Officers 


The only remuneration other than out-of-pocket expenses paid or payable by the Company and its 
subsidiary to the directors and senior officers of the Company as such for the fiscal year ended March 31, 1970 
was $45,121 aggregate. During the current fiscal year similar remuneration is planned. 


Appointment of Auditors 
The persons named in the enclosed form of proxy intend to vote for the re-appointment of Thorne, 
Gunn, Helliwell & Christenson, Chartered Accountants, Toronto, Ontario, as auditors of the Company, to 
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hold office until the next Annual Meeting of Shareholders. Thorne, Gunn, Helliwell & Christenson or their 
predecessors have been auditors of the Company since its inception. 


Interest of Directors and Others in Material Transactions 

Since March 31, 1969 various material transactions in which certain directors were interested have 
been completed as previously or subsequently authorized by general meetings of shareholders. 

A. J. Anderson and W. H. Gross were subscribers for units of Lacanex Mining Company Limited 
(“Lacanex”) of which W. H. Gross is a director and in which the Company invested $100,000 for 50,000 
units (2 shares and | warrant). 

As a result of the exercise on April 29, 1970 of the Peregrina Option referred to in earlier information 
circulars which had been extended to May 3, 1970, E. L. Samuel received 44,355 of the 500,000 vendor shares 
issued thereupon and conditional options, previously authorized by shareholders, became effective for 
eighteen months on 125,000 unissued shares at $0.50 divided Samuel Strapping Systems Limited 37,500, 
W. H. Gross 62,500, W. S. Eplett, 17,500 and R. H. Crompton 12,500. 

To provide some of the interim financing requisite pending approval and closing of the Reorganization 
and Financing Agreement elsewhere described, these options on unissued shares have been exercised. 

Interests in the Reorganization and Financing Agreement are set forth with its description below. 


Reorganization and Financing Agreement 

The Reorganization and Financing Agreement is an agreement made as of August 28, 1970, among 
Du Pont of Canada Limited (‘Du Pont’’), Lacanex Mining Company Limited (“Lacanex’’), Ducanex 
Resources Limited (“‘Ducanex’’), Pure Silver Mines Limited (“Pure”), Tormex Mining Developers Limited 
(“Tormex’’), Mexico Exploration (Canada) Limited (‘““Mexex’’), Samuel Strapping Systems Limited (“Strap- 
ping”), The Johnson St. Corporation Limited (“Johnson St.”), William Samuel Eplett (“Eplett’”), and 
William Harvey Gross (“‘Gross’’) which provides for: 

1. The private placement of 1,450,000 unissued shares of Pure with Ducanex at $2.50 per share payable 
forthwith on issuance of such shares, 425,000 shares to be issued on closing and 1,025,000 shares to be issued 
on February 3, 1971. 

2. The private placement of 1,058,000 unissued shares of Tormex with Ducanex at $0.80 per share 
payable forthwith on issuance of such shares, 600,000 shares to be issued on closing and 458,000 shares to be 
issued on February 3, 1971. 

3. The private placement of 833,000 unissued shares of Tormex with Pure at $0.80 per share payable 
forthwith on issuance of such shares, 600,000 shares to be issued on closing and 233,000 shares to be issued 
on February 3, 1971 and exercise by Pure on or before June 30, 1971, the expiry date, of warrants now held 
by it to purchase at $0.80 per share 75,000 unissued shares of Tormex bringing its Tormex holdings also to 
1,058,000 shares. 

4. The private placement on February 3, 1971 to Ducanex and Pure in equal proportions at $0.80 per 
share of any of the 250,000 unissued shares of Tormex not purchased by R & I-Ramtite (Canada) Limited 
pursuant to an existing share purchase option agreement dated October 29, 1969. 

5. Pure to purchase for investment 160,004 shares (being about 8%) of Mexex from Strapping, Johnson 
St., Eplett and Gross and such companies and persons to surrender options to purchase 100,000 unissued 
shares of Mexex at $0.40 per share and conditional options to purchase 300,000 unissued shares of Pure at 
an average price of $2.50 per share, the consideration for the foregoing to be $625,000 cash. This will result 
in Mexex becoming a wholly-owned subsidiary of Pure. 

6. The purchase of a total of 50,000 unissued shares of Pure by Strapping, Johnson St., Eplett and Gross 
at $2.50 per share payable forthwith on issuance of such shares on closing. The obligations of Strapping, 
Johnson St., Eplett and Gross to purchase the said shares of Pure is conditional upon the obtaining of a 
ruling from the Ontario Securities Commission that such purchase and any resale of the shares will not be 
in primary distribution. 

7. Du Pont to loan or cause to be loaned to Pure up to $4,000,000 during the period from closing to 
December 31, 1978 to enable Pure to carry out exploration and development of mining properties, including 
investments in or loans to Tormex or other mining companies for such purposes. Such loan will not be callable 
until after December 31, 1975 and then on not less than one year’s notice and, if from Du Pont or an affiliate 
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of Du Pont, will bear interest at prime bank rates plus 1%, or if from any other lender, will bear interest at 
prime bank rates with Du Pont being entitled to a 1% guarantee fee. Du Pont’s obligation is only as a lender 
of last resort or guarantor in such capacity if such loan is not otherwise available to Pure from other sources 
on equal terms. 


8. Certain substantial shareholders of Pure until December 31, 1978 to provide Ducanex with proxies 
in favour of Ducanex nominees for all Pure shareholders’ meetings, with certain restrictions as to the matters 
on which such proxies may be voted, Ducanex to agree to vote such proxies to elect two nominees of such 
shareholders to the Pure board of directors; such shareholders to give Ducanex a right of first refusal until 
December 31, 1978 to purchase their Pure shares at market prices. 


9. Certain substantial shareholders of Tormex, including Pure, until December 31, 1978 to provide 
Ducanex with proxies in favour of Ducanex nominees for all Tormex shareholders meetings, with certain 
restrictions as to the matters on which such proxies may be voted, Ducanex to agree to vote such proxies to 
elect two nominees of Pure and one nominee of the other such shareholders to the Tormex board of directors; 
such shareholders other than Pure to give Ducanex and Pure an equal right of first refusal until December 31, 
1978 to purchase their Tormex shares, exercisable at market prices, and Pure and Ducanex to have mutual 
first rights of refusal with respect to their Tormex shares. 


10. Tormex to purchase the Mexican operations of Lacanex, including all the shares of Lacanex, S.A., 
the wholly-owned Mexican subsidiary of Lacanex, at cost, estimated at approximately $200,000; Lacanex to 
refrain from further Mexican mining operations and Tormex to refrain from Canadian mining operations. 


11. Lacanex to accelerate the right of Du Pont to purchase under its share purchase agreement with 
Lacanex dated May 1, 1970, 750,000 unissued shares of Lacanex so that such shares will be issued to Du Pont 
by way of private placement on closing at a price of $1.50 per share payable forthwith on issuance of such 
shares. 


12. Pure to sell to Du Pont the 100,000 shares and warrants to purchase 50,000 shares of Lacanex now 
owned by Pure for a total of $122,277 being the market price on June 22, 1970 (when the sale was negotiated) 
less the usual broker’s commission, such sale to take place on closing. 


13. Du Pont and Lacanex to provide all necessary funds to Ducanex to permit it to carry out its obliga- 
tions, and jointly guarantee such obligations. 


14. All the transactions to be interrelated and none to be closed without all others closing. Closing is to 
take place on October 1, 1970 or such other date as the parties may agree and is subject to requisite share- 
holder action of Pure, Mexex, Tormex, Lacanex, and Ducanex, and to approval of regulatory bodies having 
jurisdiction. 

Lacanex has authorized capital of 5,000,000 shares without par value of which at the date hereof 1,700,007 
are issued and 850,000 shares are allotted for issue upon exercise of warrants. Pure holds 100,000 shares and 
warrants to purchase 50,000 shares of Lacanex. Du Pont has the right to purchase, pursuant to the share 
purchase agreement above-mentioned, up to 2,550,008 shares of Lacanex. 


Under the provisions of a shareholders’ agreement between Lacanex and Du Pont all the issued capital of 
Ducanex is held equally by such two companies making it their joint venture. 


The authorized capital of Pure consists of 5,000,000 shares without par value of which at the date hereof 
3,291,000 are issued and 1,089,000 reserved for issue on exercise of outstanding options (including the 
conditional options to purchase 300,000 shares above referred to) and the conversion of its outstanding 8% 
Convertible Income Debentures. It is a condition of the Reorganization and Financing Agreement that the 
authorized capital of Pure be increased to 7,000,000 shares without par value. 


The authorized capital of Tormex consists of 5,000,000 shares without par value of which at the date 
hereof 2,156,330 shares are issued and 952,415 shares have been conditionally allotted for issue on exercise 
of outstanding options and warrants. Pure holds 150,000 shares and warrants to purchase 75,000 shares of 
Tormex. 


Mexex nas an authorized capital of 3,000,000 shares of a par value of $1.00 each of which at the date 
hereof 2,000,050 are issued and 200,000 reserved for issue on exercise of options. Pure holds 1,840,046 
Mexex shares (being approximately 92 %) and an option to purchase 100,000 unissued Mexex shares at $0.40. 
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At present, Pure, with its partners, Cia. Minera Fresnillo, S.A., and Industrias Penoles, S.A., is engaged 
in exploration and development activities on the Veta Madre, Peregrina and Cebada gold-silver properties 
in Guanajuato, Mexico, with over 2,500,000 tons of ore now indicated. Pure’s participation in the Veta 
Madre property is through its 92% subsidiary, Mexex. Production shafts on these properties are expected 
to be completed during 1971, with the objective of full production during 1972. In addition, Pure, through 
Mexican affiliated companies, holds options on other properties in Guanajuato, on which surface geological 
mapping and underground work is continuing. Although Pure intends to concentrate on bringing its ore 
bodies in Guanajuato into production, it plans further exploration in Mexico through its shareholding in 
Tormex, which is to be increased under the Reorganization and Financing Agreement. Pure also has an 
interest in certain mining properties in Canada on which no active exploration or development is currently 
being done. 


Tormex is presently engaged in the exploration and development of mineral deposits in Mexico with 
interests, through affiliated companies, in fluorite, gold-silver and copper properties in Sonora. The fluorite 
deposit is currently being developed under an agreement with R & I-Ramtite (Canada) Limited, a subsidiary of 
Combustion Engineering, Inc. of New York. With a Mexican affiliate, Tormex has taken an option to acquire 
a lead-silver mine in Coahuila, Mexico, which it plans to develop with a major Mexican partner if the option 
is exercised. Tormex has also entered into a joint venture syndicate with International Nickel Mexico Limited 
and The Granby Mining Company Limited to carry out exploration programmes in Mexico. 


Lacanex was formed in April, 1969 and publicly financed in October, 1969. Lacanex has entered into a 
joint venture with Du Pont under which the two companies have incorporated a jointly owned company, 
Ducanex, for the purpose of natural resource exploration. Lacanex and Ducanex in Canada have examined 
several property proposals and are currently involved in exploration of properties in the Yukon Territory, 
British Columbia and Quebec and have been involved in similar operations in Ontario. It is also joining 
Imperial Oil Enterprises Ltd., Chevron Standard Limited and Capricorn Ventures Ltd. in an exploration 
syndicate to conduct a field study for the occurrence of minerals in the Mackenzie District of the Northwest 
Territories. Through Mexican affiliates, Lacanex has also been examining a number of deposits in Mexico. 


As outlined above, each of Pure, Tormex and Lacanex is involved in mineral exploration and/or develop- 
ment work in Mexico and Pure and Lacanex are each involved in mineral exploration in Canada. This has 
resulted in some overlapping of operations of the companies and a streamlining of the functions of these 
companies is one of the objects of the Reorganization and Financing Agreement. 


For more detail with respect to the affairs of Lacanex, Pure and Tormex, reference is made to the most 
recent annual financial statements of those companies and the interim financial statements of Lacanex and 
Tormex, copies of all of which are set forth in this Information Circular. 


Upon completion of the transactions, contemplated by the Reorganization and Financing Agreement, 
the corporate organization (1) of the relevant companies will be as follows: 


LACANEX 


217s 


Du PONT 


DUCANEX 
TORMEX 


(1) Assumes full exercise of all outstanding warrants and options to purchase shares of Lacanex,’Pure and Tormex, conversion 
of the 8% convertible income debentures of Pure and the purchase of 750,000 shares of Lacanex by Du Pont under the share 


purchase agreement referred to above. 


(2) Arrows indicate owner of shares. 


Because of the present interrelation of the boards of directors of Lacanex, Ducanex, Pure, Tormex and 
Mexex all or certain of the directors of the Company may have an interest in the Reorganization and Financ- 
ing Agreement. The following are the members of the relevant boards of directors: 


Company 


Lacanex 


Ducanex 


Pure 


Tormex 


Mexex 


Directors of more 


than one Company 


W. H. Gross 
D. A. Lowrie 
F. W. Maund 


. H. Gross 
. A. Lowrie 
:. G. Thompson 
. J. Anderson 
Now eplett 
. H. Gross 
. A. Lowrie 
. W. Maund 
. L. Samuel 
. J. Anderson 
. S. Eplett 
. H. Gross 
. A. Lowrie 
. L. Samuel 
. G. Thompson 


Pmmoser> MIOSE> MOE 


. J. Anderson 
W. S. Eplett 
W. H. Gross 
E. L. Samuel 


(1) In addition, Mr. Bleckwell is a director of Du Pont. 


Directors of one 
Company only 
E. H. Bleckwell () 
C. E. Michener 
P. J. Schrieder 
G. T. Smith 


A. H. Baker 
D. F. Brown 
K. M. Place 


D. E. G. Vasey 


F. W. Beales 


R. G. Crompton 
B. Willinsky 


The following table indicates the beneficial share holdings, direct or indirect, of the directors and senior 
officers of Lacanex, Ducanex, Pure, Tormex and Mexex in such companies and Du Pont: 


Name and Office 
GrAPA Ten ea ia illite. 


Du Pont Lacanex 


Ducanex 


ae 500 


Assistant Treasurer of Pure, Lacanex, 
Tormex, Mexex and Ducanex 


A Andersons Coa mani cetera tee — 
President and Director of Pure; 
Director of Tormex; Director and 
Vice-President of Mexex 


AE Baker et anger i aon rial ieme min ta. 1a 248 
Director of Ducanex 


Bec Wi? Be alesit tarcntccee tomate aieta caltee ee aren = 
Director of Tormex 


Ee AY BleckwellQaw:aeeiera costar one 3,341 
Director of Lacanex 


Director of Ducanex 


TR. Ch Coles sa aapiiteny yaectees sith ann arttantie — 
Secretary of Pure 


25,000 


Tormex Mexex 


100 500 — 


236,283 2952 — 


500 7,000 — 


400 — 


Name and Office Du Pont Lacanex Ducanex Pure Tormex Mexex 


ee Cre rom ton (2)°(5) (7.2 ea =. oe a — = 28,667 40,000 —_ 
Director and Treasurer of Mexex 
WY co aremect <1) (2) (6) (7) 8 Seo aa pia ok —— 40,000 oa 101,700 51,876 13,376 


Director and Treasurer of Pure; 
President and Director of Mexex; 
Director and Secretary of Tormex; 
Secretary of Ducanex 


WV PRERECATOSS (2) 00 ato ig ceria Pe Ried Aen. 6 — 220,003 . 217,450 124,000 7,998 
President and Director of Lacanex, 
Ducanex and Tormex; Vice-President 
and Director of Pure and Mexex 


eee ATTIC cS elie see taba Fv bic later tgs _- 10,000 — — a fe 
Director and Vice-President of 
Lacanex; Director and Treasurer of 
Tormex; Director of Ducanex 


Pe VVPMIVEAUINE uk t a, Geanhs ies ho ah cee Ge — 10,001 = 3 — 100 — = 
Director and Secretary of Lacanex; 
Director of Pure 


GPReIVIICHENEE a ers cies eee i Ube ieee — 20,001 — 3,000 800 ah 
Director of Lacanex 

KMS Biaice puny wear ioe asi nantes pra scaue ats 3,146 — ea — -— eee 
Director of Ducanex 

| Sed Wye Vit yi fos Nk Sg CPA 1 de eae — 25,000 — 195,920 = 76,915 


Director of Pure; Director and 
Secretary of Mexex; Director and 
Vice-President of Tormex 


PA SCHCUCh tit tae inca eis a whan et ehate — 1 — puns pte AS 
Director of Lacanex 

Cee tliit eke Wa Lda ss cle ainia tee — 1 aS ae pa — 
Director of Lacanex 

Pere UODIPSON 6 oo es Niclas pie sate os = 20,000 — Pie ibs = 


Director of Ducanex; Director and 
Vice-President of Tormex; Treasurer 


of Lacanex 

DREGE CEN ASCY A) 9 cide Luigi to Bite ale 42's — 50,000 — 43,200 26,100 _— 
Director of Pure 

EERO UN ie yh eva, dh os winntnv er ye’s mien — aa _- 1,250 bees — 


Director of Mexex 


NOTES: 

(1) Mrs. A. J. Anderson holds $5,000 of 8% Convertible Income Debentures of Pure (“Debentures”), W. S. Eplett holds 
$25,000 of Debentures and E. L. Samuel holds $5,000 of Debentures. 

(2) Not included are interests of R. G. Crompton, W. S. Eplett and E. L. Samuel who are each minority shareholders of The 
Johnson St. Corporation Limited, which holds 61,715 shares of Mexex, 41,000 shares of Tormex and 52,495 shares of Pure 
nor the non-controlling interests of W. S. Eplett and E. L. Samuel in Saep Investments Limited which holds 103,806 shares 


of Tormex and 50,000 shares of Lacanex. 
(3) E. L. Samuel is indirectly the beneficial owner of shares owned by Samuel Strapping Systems Limited, and is so shown. 
(4) Mr. and Mrs. D. E. G. Vasey each hold $5,000 of Debentures and Mrs. Vasey holds 26,000 shares of Pure and 10,000 shares 
of Tormex. 


(5) R. G. Crompton is shown as the beneficial owner of 28,677 shares of Pure held by The Rochdale Corporation Limited 
which also holds $44,000 of Debentures. 


(6) Mrs. W. S. Eplett holds 1,100 shares of Pure, 10,000 shares of Lacanex and 15,000 shares of Tormex. 


(7) A. J. Anderson, W. S. Eplett, W. H. Gross, The Johnson St. Corporation Limited, and Saep Investments Limited have 
additional interests with others in the Tormex Syndicate which holds 486,766 shares of Tormex. 


The information with respect to directors and officers and shares beneficially owned by them not being 
within the knowledge of the Company has been furnished by them individually. 


During regular business hours prior to the day of the meeting, the Reorganization and Financing Agree- 
ment may be examined by shareholders at the head office of the Company in Toronto. 


Special Resolution “N” 


Special Resolution ‘‘N” passed by the directors June 29, 1970 authorizes an application for Supplemen- 
tary Letters Patent increasing the authorized capital to 7,000,000 shares without par value provided that the 
said 7,000,000 shares may not be issued for a consideration exceeding $10,000,000 without payment of 
additional fees. 


Toronto, Ontario 
August 28, 1970. 


FINANCIAL STATEMENTS 


LACANEX MINING COMPANY LIMITED 


PURE SILVER MINES LIMITED 


TORMEX MINING DEVELOPERS LIMITED 


LACANEX MINING COMPANY LIMITED 


(Incorporated under the laws of Ontario) 


and subsidiary company, Lacanex, S.A. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1969 


ASSETS 
CURRENT: 


LOA TECEIVA DLE CR Rete ole rete Megs foun eee Se een tae rats rath at Mae 


Prepaid expenses and sundry advances..........--..-+++++ss03 


FIXED: (at cost) 


Office furniture and HxXtUres san wey sone fee a ete erent renee 
Automotive equipment evan ways crea ate ser. we chn te i Meter: 


Leasehold: imiprovements sig oe.ks rs wn oaee cee aah aim ae ee 


OTHER: 


Encorporation expenseswin ley: ters ovina tenet aan ciate eon eke 
Advances, for exploration jane nk osmkoieemn a nian nena ate trace let aac 
Deferred exploration and administrative expenses............-.. 


Deferred sharessue-ex penser) sie wales obey banter Rene anon ae ieee Boe 


CURRENT: 


Accounts payable-and accrued charges 277i.) lawl. et teehee eens 


SHAREHOLDERS’ EQUITY: 
Capital Stock: (Note 3) 
Authorized—5,000,000 shares without par value 


Issued 4824700007 -Sharesin Shoe uct claret Pa rote ys epee ea 


Approved on behalf of the Board: 
(Signed) F. W. MAuUND, Director 


(Signed) PAUL J. SCHRIEDER, Director 


The accompanying notes form an integral part of this balance sheet. 
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$ 42,818 
1,260,372 
10,741 


2,594 $1,316,525 


9,340 

3,803 
794 13,937 

B25 

15,449 

36,931 
29,516 85,021 
$1,415,483 
BMPR eset unis 2 ign $ 30,483 
SEN Aang ae ey pent 1,385,000 
$1,415,483 


LACANEX MINING COMPANY LIMITED 


and subsidiary company, Lacanex, S.A. 
CONSOLIDATED STATEMENT OF DEFERRED EXPLORATION 


AND ADMINISTRATIVE EXPENSES 
For the Period from Incorporation on April 22, 1969 to December 31, 1969 


EXPLORATION EXPENDITURES: 


Ex GrATonvan cd INVESTIPATIONNN oa adel adinll dos edo... asbicae en (ae ee @ BY f7/ 
Geological and engineering fees and expenses................00ceeeeees 23,123 
Tea er AnCaCEOTINOL a tin aed wae Aete cehe Sl 4 ais 's isis wis lovee sa 7,837 
IMiisegripO ister: rome te se eee a ged te si tad ke 629 $ 43,166 


ADMINISTRATIVE EXPENSES: 


PRCUIMIERISLTAUUVOMOCR CART OR gsr en Rte a 4%. a iy wt al bodes ee ee ae 4,048 
FRCINE RAN Pash Cera Eaten Sn MA OMG Ti loin kes o Mee Oo ee 986 
TISOC ARCS no Rrenen ges hone A Ek | hat, Am eke ae a 774 
shelephione and: telesrapins anim mets anita oak lhe ieee me! See: 538 
lor tA a Tea a ea aa I 8 8 De ie ANS Oe a Re ea A. Ss PSY 5,298 
Renin m ANC StAtlOnery erin aioe ee Paes US hee et thao ee ee Eo 344 
Gice i pPples anil CX Perse hin eee hep eerie Ly dan ee wera) Canta dee 1,520 
Aravel;. accommodation and publicrelationsi 2. 6 6)... 36 oii als os Akitas 1,799 
A CCOUDND ANG AUCIT: wot nero ainee Avid oR ARIELe oie Were dRBN SIME tin ciate tare 600 
TP ALISCETSACETILS LeCO MMe cy ca a ate altel. ew ied OL ag te en ae if Ss) 
BanineCnArees AiG BOTCLOTL CXCUDANLE Nu raaun > sama ase iesetiaoe Pilea y «|. 297 17939 
61,105 
Merete ITLCLESe RECEIVE). os s/o ha sckcee eed Obras oie Alok 2, Re re EE te tn i 24,174 
Prarereeorexpenditures to, December 31) 1969 5.5.) Vi. car aay) ne me eer 0 > $ 36,931 


AUDITORS’ REPORT 
To the Shareholders of 
LACANEX MINING COMPANY LIMITED 


We have examined the consolidated balance sheet of Lacanex Mining Company Limited and subsidiary 
company, Lacanex, S.A. as at December 31, 1969 and the consolidated statements of deferred exploration 
and administrative expenses and source and application of funds for the period from incorporation on April 
22, 1969 to December 31, 1969. Our examination of Lacanex Mining Company Limited of which we are the 
auditors included a general review of the accounting procedures and such tests of the accounting records and 
other supporting evidence as we considered necessary in the circumstances. We have relied on the report of 
the auditors who have examined the financial statements of the subsidiary company. 


In our opinion, these consolidated financial statements present fairly the financial position of the com- 
panies as at December 31, 1969 and the results of their operations and the source and application of their 
funds for the period then ended, in accordance with generally accepted accounting principles. 


Toronto, Canada, MACGILLIVRAY & Co. 
April 7, 1970. Chartered Accountants 


LACANEX MINING COMPANY LIMITED 


and subsidiary company, Lacanex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Period from Incorporation on April 22, 1969 to December 31, 1969 


SOURCE: 
Issue: oficapital stock for cashiers. ser, sateaae) ake Ce eee at ee $1,385,000 


APPLICATION: 


Purchase ‘of fixed fassetsi.rache oe honk eek ee Reece en eee Si 3937, 

Incorporation’ CxpenSes'; ci) ta.oo se ogee a eehh eee ee ee ee eB BatS 

Advances for exploration: ) 1 A sclas<bcssest & vege cis epeics aot tare ete elecneete 15,449 

Exploration and administrative expenses): > 25. era cia es elena ins 36,931 

Share issue’ expense iat rte uptake hcyave mands tele camel ited oar ate are ace nek 29,516 98,958 
WORKING CAPITAL POSITION at December 31, 1969...............25...0.--5- $1,286,042 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1969 


1. Basis of Consolidation 


Lacanex, S.A., a wholly owned Mexican company, was incorporated on July 11, 1969. The consolidated financial 
statements include the accounts of this subsidiary for the period from its date of incorporation to December 31, 
1969. The conversion of Mexican currency to Canadian funds was at the prevailing rate on December 31, 1969. 


2. Comparative Figures 


As the company was incorporated on April 22, 1969 no comparative figures for 1968 are available. 


3. Capital Stock 
(a) During the period from April 22, 1969 to December 31, 1969 1,700,007 shares were issued for $1,385,000 cash. 


(b) Warrants to purchase shares are outstanding entitling the holder thereof to purchase one share for each war- 
rant held (850,000 in total) at the price of $1.50 per share if exercised at any time on or before June 30, 1972 
and at any time thereafter but on or before June 30, 1975 at a price of $2.50 per share. 


(c) If all available warrant rights are exercised, the company would be required to issue 850,000 shares of its 
capital stock. 


PURE SILVER MINES LIMITED 


(Incorporated under the laws of Ontario) 


and subsidiary company, Mexico Exploration (Canada) Limited 


CONSOLIDATED BALANCE SHEET—MARCH 31, 1970 


(with comparative figures at March 31, 1969) 


ASSETS 
CURRENT ASSETS 


Receivabletronr associated companies... 4-40.50 oi. 5 os Ghose cd ease 
Ciher amaunts receivable and Geposits., is; x. oe -a.o snd os tel ot se eas gee 


INVESTMENT IN ASSOCIATED COMPANIES, at cost (note 2) 
iWoumes Minine eyeveloners! Eumited : jes. oc oe Sn lei beese 2. fe eenee ene 
Pacanex WVnINe COMPANY Lied wd ones oo kocosd oie bln Dee Serene 
Other associated companies: 
ETN ro eh 8 Ccce Nal Gg ee A oe oe te aed NE Oy oD eg ty ® 


FIXED ASSETS, at cost 
Minino machinery ANd equipmentis ne. fe kines: at cvs upnctesls coke a Me 
(PICOULT ATG MIRUNTES sad 4% 51g rien als 2 as hoy aces Sis ah cies oe ORI 
Veascuold Amprovements sar arn -foe ke saeco mae eee Pe ee ee 


Less accumulated depreciation and amortization...................-. 


MINING Ae LAIMS Ii, CANADAL AL COSe (NOTE 4).£2/0) tase wiet ore cate oe 


OTHER ASSETS AND DEFERRED CHARGES 
(AGvances fore Mexical ExXploratiOnys.& stoic shcig sedimtiails ere male abs iain 
Deposioied Oy trustees (Otes3 annie aes, 2 cee eer yan cy ieee 
Notereccivables due Wave ss, LOT) coin gd athsksw chiara a ole oe ec aetniiay iets 
CECE IE VATICOS Melee et ct) ate crchata aa aig: Sans NGS aT Oa eae SURE MUP Bags oh cs 
Exploration, administrative and other expenditures deferred........... 
Greanizationrexpenses Ceferred .dnina <4 se a vas ete ae peetiate ad a ese bs 
fyCberadetented CHarves. ai vaatietes wae oii Myieoe Renee ae tetas a & as 


LIABILITIES 
CURRENT LIABILITIES 
Accounts payable and accrued Liabilities. tc) o. cr mee ney oe hs an Sb 
De Oted DAVADIC iin aya: 8 2 Hina es holes hxc ei hers Sena ak Tats 


INCOME DEBENTURES 
8°% Convertible income debentures, due April 1, 1978, secured by shares 
Olsiisidiary COMPANVAMOLE Ove nee if aks, eae os cme Boe te 


INTEREST OF MINORITY SHAREHOLDERS IN SUBSIDIARY COMPANY............. 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 6) 
Authorized—5,000,000 shares without par value 
Issued —2,616,500 shares (1969—2,424,000 shares)................ 


Approved by the Board 
A. J. ANDERSON, Director 
W. H. Gross, Director 


1970 1969 
$ 4,718 $ 16,403 
390,614 
12,471 
11,125 6,009 
28,314 413,026 
75,000 75,000 
105,500 
69,705 75,000 
24,227 77,150 
274,432 227,150 
33,193 33,193 
27,206 212 
11,808 
72,207 33,405 
10,361 
61,846 33,405 
155,270 155,270 
18,886 18,886 
98,000 98,000 
3,240 
24,884 
990,124 615,804 
4,803 4,803 
eager eee am Bs 
Ells olen ean 162;3 0 
$1,635,498 $1,591,228 
S\caslysde me heed, 724 
2,652 
33,994 14,724 
538,500 681,000 
24,004 24,004 
1,039,000 871,500 
$1,635,498 $1,591,228 


PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


CONSOLIDATED STATEMENT OF EXPLORATION, ADMINISTRATIVE 


AND OTHER EXPENDITURES DEFERRED—YEAR ENDED MARCH 31, 1970 


(with comparative figures for 1969) 


EXPLORATION EXPENDITURES 
Mexico 
Project participation—Cebada, Peregrina and La Veta Madre 
Joint venture Expenditures 2. "iat Meats ghey ee eens aa 
Less expenditures iof participants (70 7.) see cae tee eee ee ee 
Projectiparticipation: (S004). coe tna tapi) reer eee ea 


Expenditures on the Peregrina property for the period (July 14, 1967 to 
May 6, 1968) prior to the initiation of the joint venture project 


Other field expenditures 
Engineering fees.and expenses: a. sania een ere 
Geological sy io. oe setae ia aie cere the a a Oe ee Oe 


Other areas 
Goodchild Biake fee eee a es nae eee Sn Nid) ds 
Yuk Oi ee ee ee se a ead TAU CD GR Mar Wis er ee a Se 


ADMINISTRATIVE EXPENSES: ere Borteg teste, ve tess SOT gle Raa eae ee 


FINANCING EXPENSES 


DEDUCT 
THteresthea rine ee eye tas hee ies eae Lay aig Oe RCO Pad SE UD a cer 


Excess of book value of subsidiary company’s net assets over cost of acquiring 
SMATES 9, poate tere a tiene an ema r)s wi avaine en RA. AEA ie a Tbe IR ESR Fe ee Oe eee naneg 


EXPENDITURES (net) for the year (notegl ini sascha eRe ea 
Balance deferred ag besinnmpyot year ne cael Ue ieee ee ee 


Balance.déferred tat endroh yearn: oe eect cae itch ea aa 


1970 1969 
$743,193 $270,458 
520,235 189,321 
222,958 81,137 
51,976 
6,454 
58,430 
17,855 28,674 
5,646 
1,567 4,543 
4,986 
10,298 5,656 
40,352 38,873 
53,538 20,298 
488 1,430 
54,026 21,728 
317,336 200,168 
77,451 77,176 
75,000 
17,846 
92,846 
394,787 370,190 
20,467 25,153 
28,501 
20,467 53,654 
374,320 316,536 
615,804 299,268 
$990,124 $615,804 


PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED MARCH 31, 1970 


(with comparative figures for 1969) 


1970 1969 
SOURCE OF FUNDS 
Te ieMUyC A SGC SLOCKE OF CASI ele trae Cee he Neo F sty alv spe os d Sur erokn wale pee. $ 25,000 $270,000 
isatio Ol COfnVveTLT OIC INCOME: CEDENLUTES | Se chs) bin ais elves sie peas Gnu © 675,000 
BAGO SSALCSUIIORNCE ASSOCIALEC. COMIDAMICE ccs cw ne dies wy sr sends sa ncde geen els 5,295 
BreteruiicrrOnOticir ac yAnce saa mits hala a ohh. sid a's bo kee oy SHE Rea ca 24,884 


ee M 945,000 


APPLICATION OF FUNDS 
Explorauion, adninistrative and; other expenditures,...4. 022256058. tee ook 374,320 316,536 


Less non-fund items 
Decrease in advances to other associated companies................... 52,923 
Deprecintiom and amMOrizaAllOlep enc see assay Boats pete saws 10,361 
Discormtrom issubeOl depenturesias. © wc vars Saupe ea an a hie wer ee 75,000 
Excess of book value of subsidiary company’s net assets over cost of ac- 
RIUREIIV 2 SHALES vik etyrne arta tts a'slos phen a Minis Sten sean eta tenia sialie Pa (28,501) 
63,284 46,499 


311,036 270,037 


Investment in Lacanex Mining Company Limited...... 2.450205. 2....2... 105,500 
Investment in Tormex Mining Developers Limited......................... 75,000 
PA EICSEIT Ss beh MXC Cll SSELS s Hous ids kiarks & bs 08 8 Sobor tate wren wie RAMEE. CHR rake peo am 38,802 2,905 
Funds deposited with trustee under the Peregrina option agreement.......... 98,000 
AGVALCES fO0) MEXICAMIEXOIOPATION <p). tics aid Se aie iol ac anpnialene aha 8 > hese wpatioigninnin 18,886 
PRON Ce StL ASSOCIATER, COMPANICS so l.cas's 4 sreihia hs slp evens rai tn x dates oh he etna 12,796 
Working capital deficiency of subsidiary company acquired................. 37,186 
PG ESE SANE UOTE GU OS en Or RE RP Raye Yel die ne 3,240 
yt ereceler ved! CHATPES cick i oe Mg he «ve alps ow viele eeaRinio mite Met remaey akt 583 


459,161 514,810 


Increase (decrease) in working capital position............0. ses etree eee eee (403,982) 430,190 
Working capital (deficiency) at beginning of year............-. 6. se eee e eee ee 398,302 (31,888) 
Working capital (deficiency) at end of year........ 6666s e eee eee eee eee eee ees $ (5,680) $398,302 


PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


ADMINISTRATIVE EXPENSES—YEAR ENDED MARCH 31, 1970 
(with comparative figures for 1969) 


1970 1969 

Salaries. sie ci5 6 gical PO ed ck eel Seen ee ees coke teadle en  oa $ 25,895 $ 6,600 
Rent. 2023 205 Sak se et Re I OI ar tena nt gE ee 11,479 4,876 
Legal « .jciie Ge eta e tis Sige a Fo ah Regen 123232 42,883 
Accounting and audits oi. Paso Ehren ia eee ee a a ea ee a See ere UPS 5,450 
‘Fransfer agency (fees a0), oete aad oes) Suchet, a Ae ena cera ene 4,604 S162 
Stock-exchangeilisting and expenses. sacra ee eee eee ne eee ee 5,400 
Travel‘and: accommodation 25; orice ee ee ee ee eee 3,256 4,848 
Printing and, Stattomery 72,,055c ate ea aia foe he 5,633 1,921 
Telephone. and telegraph, . 2 (ancoxro cites Sehego ihe see Oe eR ne aa 5,474 2,310 
Subscriptions and: library... 2.2.) ease eee cies ae eee 1585 
Publicity, advertising. and publicirelations. 4. e.03, aay tae ee 6,405 1,342 
Office supplies'and expense niin. = 502% ters dein seine eee 4,199 
Administrative expenses din Mexico. Gig avec cot eee eee ee PLN 
Employee. benefits :5 2) 1505 oh, Sen oom aetna rae tin teas een 422 
Depreciation of office turniture/and fixturess.sme sce eee eee 5,441 
Amortization of leasehold improvements +: sees. ee ee 4,920 
Miscellaneous 3 ioscgtiGis eon liye Se ae ors ic NCES NEN Ot ean a 2.637 1,984 

109,178 77,376 
Less administrative expenses recovered from associated companies............... B1727 200 


$ 77,451 $ 77,176 


AUDITORS’ REPORT 


To the Shareholders of 
PURE SILVER MINEs LIMITED 


We have examined the consolidated balance sheet of Pure Silver Mines Limited and subsidiary company, 
Mexico Exploration (Canada) Limited as at March 31, 1970 and the consolidated statements of exploration, 
administrative and other expenditures deferred and source and application of funds for the year then ended. 
Our examination of the financial statements of Pure Silver Mines Limited of which we are the auditors in- 
cluded a general review of the accounting procedures and such tests of accounting records and other support- 
ing evidence as we considered necessary in the circumstances. We have relied on the reports of the auditors 
who have examined the financial statements of the subsidiary company. 


In our opinion these consolidated financial statements present fairly the financial position of the com- 
panies as at March 31, 1970 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada THORNE, GUNN, HELLIWELL & CHRISTENSON 
June 24, 1970 Chartered Accountants 
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PURE SILVER MINES LIMITED 


and subsidiary company, Mexico Exploration (Canada) Limited 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—MARCH 31, 1970 


1. Basis of Consolidation 
In accordance with an agreement dated February 29, 1968, the company acquired 92° of the shares of Mexico 
Exploration (Canada) Limited (Mexex). Mexex has changed to a March 31 fiscal year end and accordingly the 
1970 consolidated financial statements include the accounts of Mexex for the fifteen months ended March 31, 1970. 
The 1969 consolidated financial statements include the accounts of Mexex for its fiscal year ended December 31, 
1968. On consolidation, a credit balance arises because the book value of the net assets of the subsidiary company 
exceeded the cost of the shares. This credit was deducted from deferred exploration and administrative expenditures. 


As agreed on purchase of the interest in Mexex 

(a) The company has reserved for issue at 65¢ per share a further 50,000 shares of its capital stock if Plata de 
Guanajuato, S.A. (a company in which Mexex has a 34° interest) obtains certain mining concessions by 
February 28, 1978; 

(b) As part consideration for the acquisition of shares of Mexex, the company granted an option to purchase 
an aggregate of 300,000 shares of the company’s capital stock which is exercisable only after 180 days of 
production at 200 metric tons of ore per day from any of the properties owned by the Mexican affiliates 
of Mexex and having proved ore reserves of not less than 100,000 metric tons, and before October 31, 
1977, as follows: 

100,000 shares at $2.00 per share 
100,000 shares at $2.50 per share 
100,000 shares at $3.00 per share 


(c) An option until October 31, 1970 to purchase at 40¢ per share 100,000 unissued shares of Mexex, is held 
in trust for the company. 


2. Investment in Associated Companies 
The investment in Tormex Mining Developers Limited consists of 150,000 shares and 75,000 warrants expiring 
June 30, 1971 entitling the holder to purchase one common share for 80¢ for each warrant held. The quoted 
market value of the shares held amounted to $97,500 at March 31, 1970. 
The investment in Lacanex Mining Company Limited consists of 100,000 shares and 50,000 warrants expiring 
June 30, 1975 entitling the holder to purchase on or before June 30, 1972 one common share for $1.50 or there- 
after one common share for $2.50. The quoted market value of the shares held amounted to $95,000 at March 
31, 1970. 
The subsidiary company owns 1,500 shares (30% interest) in Cia. Minera Las Torres, S.A. and 170 shares (34% 
interest) in Plata de Guanajuato, S.A. at March 31, 1970. These shares, plus an additional 950 shares in Cia. 
Minera Las Torres, S.A., were acquired in prior years for 750,000 shares of the subsidiary valued at $75,000. 
Pursuant to an agreement dated February 23, 1968 the subsidiary sold 950 shares in Cia. Minera Las Torres, S.A. 
during the year to Compania Fresnillo, $.A. for U.S. $7,600 less debts of Torres totalling $2,897 at the date the 
option was exercised. 


3. Options to Purchase Mexican Mining Interests 
(a) Assignment of options 

With the approval of the shareholders, the company acquired an assignment of two options to purchase 

Mexican mining interests. In consideration for the assignment, the company granted an option on 250,000 

shares of its capital stock at 50¢ per share. The option has been exercised with respect to 125,000 shares and 

may be exercised with respect to the remaining 125,000 shares by October 29, 1971. 

(b) Cebada option 

Under this agreement the company, along with Compania Fresnillo, $.A. (Fresnillo) and Metalurgica Mexi- 

cana Penoles, S.A. (Penoles) has an option until May 3, 1971 

(i) to acquire 75% of the shares of Compania Minera Cebada, S.A. (the Cebada company) and certain 
machinery and equipment for U.S. $75,000 and 225,000 shares of the company’s capital stock, and 

(ii) to acquire the “San Pedro”’ mill and other equipment for U.S. $100,000. 

During the option period, the company, Fresnillo and Penoles are required to maintain a minimum balance 
of U.S. $5,000 monthly (company’s share, $1,500) on deposit to meet exploration expenditures on the Cebada 
properties. 

If the options are exercised, the company is to have a 30% interest in the Cebada shares and the machinery 

and equipment and is required to contribute as consideration as follows: 

(i) For the Cebada shares and certain machinery and equipment, U.S. $30,000 and 225,000 shares of the 
company’s capital stock, for which the company is to be partially compensated by receiving U.S. $101,250 
from Fresnillo and Penoles; 

(ii) For the ‘San Pedro” mill and other equipment, U.S. $30,000. 
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(c) Peregrina option 
Under this agreement the company, along with Compania Fresnillo, S.A. (Fresnillo) and Metalurgica Mexi- 
cana Penoles, S.A. (Penoles) had an option until May 3, 1970 to acquire all the Class A and Class B shares 
of Negociacion Minera Santa Lucia, S.A. (the Santa Lucia company) and the debt of the Santa Lucia company 
presently owing to a Canadian company of Cdn. $450,243 in consideration for Cdn. $200,000 and 500,000 
shares of the company’s capital stock. The company, Fresnillo and Penoles were required to spend Cdn. 
$240,000 on exploration and development of the Santa Lucia properties. As at March 31, 1970 the companies 
had expended $468,952. 
This option was exercised on April 29, 1970. Under the terms of the option the company received 3,000 
Class B shares representing a 30°% interest in the Santa Lucia company, and a 30% interest in the purchased 
debt and was required to contribute Cdn. $139,920 and 500,000 shares of the company’s capital stock for 
which the company is to be partially compensated by receiving Cdn. $342,420 from Fresnillo and Penoles. 
Of this amount, Cdn. $79,920 was received upon exercise of the option and the remainder will be received in 
24 monthly instalments of Cdn. $10,937.50 each. 
For two years after the exercise of the Peregrina option, provided that at least 200,000 of the company’s 
shares are owned by one of the parties to the option agreement, none of the Class B shares of Santa Lucia 
acquired by the company under the option agreement shall be disposed of without the consent of such party. 
The deposit of Cdn. $98,000 which was in the hands of a trustee at March 31, 1970 was used in making the 
required contribution of $139,920 in exercising the Peregrina option. 


4. Mining Claims in Canada 


Le 


Mining claims in Canada at March 31, 1970 and March 31, 1969 comprise the following: 
19 claims in the Watson Lake Mining District, Yukon Territory, acquired for 750,000 shares of capital stock 
issued at 20¢ each, and 
54 unpatented claims in the Goodchild Lake Area, Ontario (75 % interest). 


. Debentures 


During the year ended March 31, 1969 the company issued $750,000 8%% convertible income debentures. The 
debentures may be converted into shares of the company at any time prior to October 1, 1977 at the rate of 500 
shares per $500 principal amount of debentures. Interest is payable on June 30, each year at 8% per annum only 
to the extent that the company has made a net profit (defined in the Trust Indenture) in its immediately preceding 
fiscal year. 

During the year ended March 31, 1970 $142,500 debenture principal was converted into 142,500 shares of the 
company’s capital stock (1969-$69,000 debenture principal converted into 69,000 shares). 


. Capital Stock 


(a) During the year ended March 31, 1970 shares were issued as follows: 
50,000 shares for $25,000 cash under an option granted for assignment of Mexican mining interest 
142,500 shares on conversion of $142,500 debentures 
During the year ended March 31, 1969 shares were issued as follows: 
105,000 shares for $270,000 cash 
150,000 shares for $97,500 as partial consideration for 1,215,046 shares of Mexico Exploration (Canada) 
Limited 
69,000 shares on conversion of $69,000 debentures 
(b) If all options to purchase and conversion rights are exercised, the company would be required to issue shares 
of its capital stock as follows: 


Transaction No. of shares 
(i) Options outstanding 
Assignment-of Mexican) Mining interesterie siiserciea tem teen rent ie nei ete ere 125,000 
(ii) Conditional options 
On Veta Madre achieving specified production requirements....................+.. 300,000 


Employee stock option on completion of one year of employment, may exercise up to 
maximum of 5,000 shares per year for each of first three years thereafter. Option 


expires ‘November/S0M1 974 i crc ie casi trrersusecn cr cneesyepiee ficulties once ieee NRT rere rare ere 15,000 

(iii) Conditional purchase obligations 
On acquisition of specified additional property by the subsidiary.................... 50,000 
On exetciseiof the, Cebadavopttomly tie aes neue cict mee retatere merece en nero ten caer a renee 225,000 
Onjexercise of the Reresrinay Option rarer teeter rnticarenen tne era 500,000 
Gy): Conversion of debentures sy. 4 era tiete titre tie eco cicreus tne ene nCn Re eC ORS ea eI Te need Sree ee 538,500 
1,753,500 


Remuneration of Directors and Senior Officers 
Remuneration of the company’s directors and senior officers (as defined by The Corporations Act of Ontario) 
amounted to $45,121 for 1970 and $19,600 for 1969. 


Comparative Figures 
Certain of the 1969 figures have been reclassified for comparative purposes. 
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TORMEX MINING DEVELOPERS LIMITED 


(Incorporated under the laws of Ontario) 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1969 AND 1968 


ASSETS 


CURRENT: 


INVESTMENT IN ASSOCIATED COMPANIES (Notes 2 and Ss 
ET ONE ea EEA an Pee fo NC ny A A oe a ae 


FIXED :—at cost 
CCE UMA LULC aH I RTUTER ee, oS: ich tens SLUR ye ee ao ee oe 
PLTSE OTE CA Largan Rae TOR es yr 6 aie eon aati PN Lie We Sogn Sad ur as 


OTHER ASSETS AND DEFERRED CHARGES: 
PASPVECES FOL CR DLOTATLON Wren OL Tek as sides eee A hls coe ca Ne 
Deferred exploration and administrative expense.....................-. 
NitAredssUe Expemue- Celerredu id mon), Tune te emer CURE gn Oe eh. oY 


LIABILITIES 
CURRENT: 
ACCOUDES Payable! and accrued Charges ia. wie eMac eh metn tek). coe 


SHAREHOLDERS’ EQUITY: 
Capital Stock (Note 3) 
Authorized—5,000,000 shares without par value 
Issued and fully paid—2,156,330 shares 
(1965-5, S30 sates) eae y dk see et 
Contriputed: Surplus (INOtA): > sake ok see a neat OLY Gre oa 


Approved on behalf of the Board of Directors: 
(Signed) E. L. SAMUEL, Director 
(Signed) W. S. EpLett, Director 


$ 38,366 
71,289 
29,404 


139,059 


555,530 
98,313 


653,843 


1,585 
3,950 
3,19 


9,054 


5,582 
196,168 
20,802 
2,718 


225,270 


$1,027,226 


>. 16,165 


903,345 
107,716 


1,011,061 
$1,027,226 


The attached notes form an integral part of these financial statements. 
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TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF DEFERRED EXPLORATION AND 
ADMINISTRATIVE EXPENSES 


For the Years Ended December 31, 1969 and 1968 


1969 ¥ bp 1968 1 
EXPLORATION EXPENDITURES: 
Expenditures on Mexican properties: 
Exploration. Sil. goes 0a cee ee ote ae ee TE Seer) pT er aE Wap hoy il 
Bngineering feasvand"expenses ssh wane cre mettre paca the ian ea cee ea 61,639 
ema ey Re ROR TS oo eh taees By eM) 8 OM ce ar Ate ae POS a 123 
Travel and-accommodatiomess ears hae ore he ee ee S273 
Telephone /andtelesraph x aecoee renee tebe AO) Cane eee eee ne a eee 497 
Mining clalitts expenses soya tial va ecanuece cts eee rte eee eee ere ; 1,982 
MRS UPA DCE eet thas hy aa tae OS tapes ela ete VRE dt Same Van Cee ee 700 
SSI Y seth ch inaten [os OT I ap ee be Leeann actin erste ele ce cea ee 1,165 
129,890 
ADMINISTRATIVE EXPENSES: 

ACAIMINIESUEALIVE TOSS nike crue cat nonce so ctv retinas irre weal tee EL I Gane in aan Re nt 8,221 
Ro OREM cer ENides eet aL eee MEO M AMIR Ure MORRIE Heys Be fo 7 eG 2,628 

Legal atditiandtaccoumtingsy \:),).cerae etnies eect ckeye ase naire Ree te a 34,118 $ 5,600 
‘Travel -andvaccommocationae snot) ca terre tie etas ae atk Cy ae eee ea ee 10,849 
Peintinigs ‘and Stationery sige) sciid ib ecssy eke ee ee ete acest oak eae aera PCR 

Office sup plies/and expense. vec. amet uae a are ee ee a ener 2,543 38 
Telephone and telesrap hier recurs. hccukeberay cee tae tomitimen a eee eerie ne ene 2,015 
Promotion, publicirelations;and) advertising tian tee meets eete eae Ie 1,007 
Transter agents £e@g. cu ttvs 16:5, sc eas Mia tea ere ok Dn ae 859 
SUMGLY sie iiaiiees fie taaeaaaeseath A natal petri tite al AU grey Oa ea Un NaS ee 2,700 
Bank charges andiforeion @xchanceswe ws, aii g Leen tee 1,073 


68,970 5,638 
198,860 5,638 


Deduct=—Interéstiearned Sgn 8 rcs at ssete ces oe MLC He clearence ee nc 8,982 

Expenditures (Net) forthe year aeic savant ete tic teen ale ace Ge 189,878 5,638 
Deferred’ expenditures; besmning ol yedt warn ace outer A) saree nen 6,290 652 
Deferred expendituresy end on yeatane nt a4 eae ieee Vane mr enna eee eee $196,168 $ 6,290 


The attached notes form an integral part of these financial statements. 
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TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Years Ended December 31, 1969 and 1968 


Be? a age a 
SOURCE OF FUNDs: 
TsSHe InCAD tal StOc Kae OV, CAS Nin, Rere)e-c <5, \c-34ic v acs Halt o otk Seer $ 825,400 $ 2,840 
eel OF UNIWESEMENIS cs ota beste tebe ee 75,000 
900,400 
Funds received from Exploraciones Sonora, S.A...........0..+e00005 107,716 
1,008,116 2,840 
APPLICATION OF FUNDS: 
Purchase of shares invassociated companies......+......s«+ueccclue ck 555,530 
Eva VANCES LOaSSOCla teciGOIPAMIea Wy wira b's eens oo oes. edo he cee ek 98,313 
BAIBO ASC HOLTIR CC OAS RCL RMemEtC ES (tint nt Alar et cn! Lobo tue aioe 9,054 
PREVATICES LOL ER IIOLAMLOT ea sak, 2 a army heel ng cig meee te auauers 5,582 
Exploration and administrative expenditures.................200e000, 189,878 5,638 
Sate SUC CK DEUSG aewen Ot ed, 2 URE ee ore yy. oe Up ate 2D 20,802 
OreAnIZaton EXPeNse maa toe co elas meer apie, aw, eee ON etetas aly ae 78 2,150 
879,237 7,788 
Increase (decrease) in working capital position.....................e000- 128,879 (4,948) 
Working capital deficiency at beginning of year......................000- 5,985 1,037 
Moraine capital (deftiency) at.end of years, diva, seo sue au tide cunentables « $ 122,894 $143,985) 


AUDITORS’ REPORT 


To the Shareholders of 
TORMEX MINING DEVELOPERS LIMITED. 


We have examined the consolidated balance sheet of Tormex Mining Developers Limited and its 
subsidiary company, Contratista Tormex, S.A. as at December 31, 1969 and the consolidated statements of 
deferred exploration and administrative expenditures and source and application of funds for the year then 
ended. Our examination of Tormex Mining Developers Limited of which we are the auditors included a 
general review of the accounting procedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. We have relied on the report of the auditors who 
have examined the financial statements of the subsidiary company. 

In our opinion, these consolidated financial statements present fairly the financial position of the com- 
panies as at December 31, 1969 and the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada, MACGILLIVRAY & Co. 
April 27, 1970. Chartered Accountants. 
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TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1969 


1. Basis of Consolidation 


Contratista Tormex, S.A. a wholly owned Mexican company was incorporated on April 14, 1969. The 
consolidated financial statements include the accounts of this subsidiary for the period from its date of 
incorporation to December 31, 1969. The conversion of Mexican currency to Canadian funds was at the 
prevailing rate on December 31, 1969. 


2. Investment in Associated Companies 


At December 31, 1969, the company had investments in and advances to associated companies as follows: 


Number Percentage Cost of 

of Shares Owned Shares Advances 
Gia. iMineraskatProtesatAcum ices. on caine ae 735 49 $ 75.000 $ 31,746 
Minera: Uniques: S:Ace si. 2 ae aed fees Oren na ae 490 49 ; 23,471 
Gia yMimera ba Gusta Aan aan sun e areca anil ves 490 49 8,605 12,673 
GianwMinera Del BacatetesStAs re eee ae 5,880 49 39,925 30,423 
Ludelco Mines Limited ie cctv ie ies uate eet ate 400,000 29 432,000 


$555,530 $ 98,313 


Under agreement dated January 31, 1969, the company purchased (a) all of the Series B shares (49% 
interest) of Cia. Minera La Profesa, S.A.; (b) all of the Series B shares (49 % interest) of Minera Urique, 
S.A.; and (c) an option to purchase all the Series B shares (49 % interest) of Tungsteno de Baviacora, S.A. ; 
in consideration for 750,000 shares of the company valued at $75,000. This latter option to purchase the 
Series B shares of Tungsteno de Baviacora, S.A., was discontinued on February 2, 1970. 


Under agreement dated June 30, 1969, the company agreed to subscribe and pay for 600,000 shares of 
Ludelco Mines Limited at a price of $1.00 (U.S. funds) per share. As at December 31, 1969 the company 
had subscribed and paid for 400,000 shares for a total consideration of $432,000. By agreement dated 
April 27, 1970, the company will be released from its obligation to subscribe for the remaining 200,000 
shares of Ludelco Mines Limited if it pays to Ludelco the sum of $50,000 (U.S. funds) on or before 
August 1, 1970 to be used for further exploration of the San Antonio claims and if the company transfers 
for $1.00 (U.S. funds) 200,000 shares of Ludelco on or before August 1, 1970, to a trustee designated in 
writing by Ludelco and Exploraciones Sonora, S.A. Such shares are to be dealt with by the trustee on 
Ludelco’s behalf to assist in attracting outside financing. The advance of $50,000 (U.S. funds) mentioned 
above will be convertible into shares of Ludelco if and when additional shares of Ludelco are offered for 
sale. The agreement also states that in the event that Tormex’s interest in any one of the Arados, La 
Noria or Santa Rosa mining properties shall within a period of two years from the date of the agreement 
attain a value of $500,000 (U.S. funds) or more after subtracting the actual costs of improvements to such 
properties, then the company shall subscribe and pay up to $150,000 (U.S. funds) for shares of Ludelco. 
The company has also agreed to not sell any of its shares of Ludelco prior to August 1, 1972 without the 
prior consent of Exploraciones Sonora, S.A. 


3. Capital Stock 
(a) During the year ended December 31, 1969 shares were issued as follows: 


750,000 shares for purchase of shares in Cia. Minera La Profesa, S.A.; Minera Urique, S.A.; 
and option to purchase shares in Tungsteno de Baviacora, S.A., valued at $75,000. 


1,400,500 shares for $825,400. 
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(b) Warrants to purchase shares are outstanding entitling the holder thereof to purchase one share for 
each warrant held (502,415 in total) at the price of $0.80 per share at any time on or before June 16, 
1970. 


(c) The company, by agreements dated January 23, 1969 and June 30, 1969 has granted options for the 
issuance of 300,000 shares in the capital stock of the company for a total cash consideration of 
$150,000 exercisable at any time on or before March 15, 1972. As of December 31, 1969, options for 
150,000 such shares were exercised. 


The company, by agreement dated October 30, 1969 has granted an option to R & I-Ramtite 
(Canada) Limited for the issuance of 250,000 shares in the capital stock of the company at the price 
of $1.50 per share exercisable at any time on or before October 30, 1970. 


The company by agreement dated July 8, 1969 has designated 50,000 shares of the capital stock of 
the company as employees’ share options. The option period shall be five years from the date the 
option is granted. During 1969, the following options were granted under the Plan— 


25,000 shares at .80¢ per share expiring September 25, 1974. 
25,000 shares at .80¢ per share expiring October 27, 1974. 


(d) If all available options to purchase and warrant rights are exercised, the company would be required 
to issue shares of its capital stock as follows: 


No. of Cash 

Shares Consideration 
Warrants to purchase shares......... 502,415 $401,932 
Available’options- => 3-6 ms e.. 450,000 490,000 


952,415 $891,932 


4. Contributed Surplus 


By agreement dated June 30, 1969, Exploraciones Sonora, S.A. advanced to the company without interest, 
$100,000 (U.S. funds). In full and complete satisfaction thereof Exploraciones Sonora, S.A. accepted an 
option to purchase 50,000 shares of the capital stock of the company at the price of .50¢ per share. This 
option to purchase is included in the options outstanding as detailed in note 3 (c). 


5. Companies Operations 
The companies have been involved in financing associated companies in exploring for mineral deposits 
and engaged in investigating opportunities for mining ventures. 


No commercial mineral deposits have yet been located by the affiliated companies. The realization and 
collectibility of the investments and advances to associated companies would appear to be dependent 
upon the discovery and successful exploitation of mineral deposits by the associated companies. 
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LACANEX MINING COMPANY LIMITED 


and subsidiary company, Lacanex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Six Months Ended June 30, 1970 


SOURCEIOB BUNDS G52 eu Gat eae 


APPLICATION OF FUNDS: 


Purchase of: fixed assets sain sore 
Exploration’ expenses \(met) 221); ..100 et acts 


absthel eel ee Fee! (o) efve\je, eve ie, oie, \si.e bal iota ne dl eel |e kel efemelvalini).6 6 fel sins Ss 


Be [elle ©) 8) @ feive elle) ofeceyie.¢ | open ele ele celibs ele. ee oly Aesiehle) elise edtioiielie/ io 


€) \e “aji'é) ie’ se) jee) e108) of @, [elie 0 fe) @ 0) -eletejel ie (0 "9 ele eletietiete © (sie) e) lel 's plels 


Investment in shares of associated company (Ducanex Resources Limited).............. 


Advance to associated company (Ducanex Resources Limited)i) a. .mce ee arr 


Decrease in working capital position......... 
Working capital, beginning of period........ 
Working capital eadof period {yen ae: 


ele) ers; {6) @):e (0° 'e) o! o10l,07 se): 0, (01,61 148 (© 4) (e-jeilelie le) 16] \¥) 0) e116 1a) o) weiss atre]_atleus 


a) ekete 1s (eles 6) ela e-ele\elaksiieenetm stele \e 0"0) 0 inte Reilofs) (se) (el ka letiehe mas ie 


OOS) 0 (0 .@ hel te lhe lo”)e a) 0) fe) oie) 9 ee (over is:ie: \e fel\¢ [elle (@p.e) 0! 4) (ee lene leue tale hene 


12.722 
18,851 
450 
150,000 


182,023 


(182,023) 
1,286,042 


$1,104,019 


Note: The company was incorporated on April 22, 1969 and there were no operations during the period to June 30, 1969. 


TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Six Months Ended June 30, 1970 and 1969 


SOURCE OF FUNDS: 


Issue of capital stock for cash........... 


APPLICATION OF FUNDS: 


Purchase of shares in associated company 
Purchase ofsiixed: assets x: ok), Guten ceicne 
Exploration and administrative expenses 
Deposit to acquire share purchase option 


Advances to associated companies 


Share issue expenseu eames cet reat 
Organizationcexpense 1 tek) sshices ea stare 


Increase (Decrease) in working capital position 
Working capital (deficiency), beginning of period 
Working capital, end of period.............. 


1970 1969 x 
dieliodiafake a lacegetoem eh Di cet a eatin en parses >. == $500,080 
aN 8 a ie ee aRE Top Aue SRR iin eM 1,044 — 
wel cell Bey at nit tat oe EUROS Gia cl oan 4,275 6,271 
Lithalall dh fabaenal casa we te net ha Uae Bhs ata tt Mate 17,522 108,137 
Sa Mead Rial alec reise eis rater itt ta 25,358 = 
PR eA Gt a Se EP IE hy R cn pCR CS — 50,579 
Pere ts hv ehadere Denies oie ateds obey st ae reas eae — 19,862 
«Jett ba tae Bua tetecoie ecubakeva telat ae ene — 152 

108,199 185,001 
Wed talebaiote ea Nesta) sts en gL eS (108,199) RO) 

S sFartete pid Miyer'e, 4 baad Soe hole eRe eT 122,894 (5,985) 
CORT OOF RE Meee see tin 6s ain $ 14,695 $309,094 


